


Executive Summary


This report is compiled to understand ethics and quality, which then leads to sustainability. It will analyse the ethics of three different organisations from three different sectors. By comparing the ethics of different organisations using theories and models, such as the triple bottom line, it shows how these companies use their customer relationship management to continue their sustainability.

Table of Contents
1.0 Terms of reference	3
2.0 Procedure	4
3.0  Findings	5
3.1 Ethics	5
3.2 Sustainability	6
3.3 Quality	7
3.4 Impact on CRM Systems	8
3.5 organisation CRM Systems	10
3.6 Organisation CRM system gaps based around ethics and sustainability	15
4.0 Conclusion	16
5.0 Recommendations	17
6.0 Appendices	
7.0 Acknowledgements	
8.0 Reference List	



Terms of reference
This report was requested on March 6th by the Chief Executive Office of Marketing Week, an online journal. The purpose of the report is to explore the influence of ethical trading and sustainable resources and its possible impact on the quality of customer relationships. This report was compiled by Shafna Begum. The organisations costa coffee chain from the service trade, lush from cosmetics retailer and Apple from manufactacturing industry will be use to analyse the impact on CRM systems and describe the use of ethics and sustainability to improve the quality of the CRM. The submission date for this report is the 29th March. 


 
Procedure

Contains procedures adopted to prepare the report.
Includes sources of information:
Books, Websites and Journals.


[bookmark: _Toc4663722]3.0  Findings
[bookmark: _Toc4663723]3.1 Ethics
According to Beauchamp and Bowie (2001), ethics includes the studying of universal values, which include equality of men and women, obedience of the law, human rights and an interest in health and safety. Beauchamp and Bowie state that ethics tends to be used as a term referring to moral beliefs and are also applied in business. One example they give is acting in an ethical way consists of differentiating between right and wrong in order to make the right decision. 
“Business ethics involves the application of standards of moral behaviour to business situation”(Ghillyer,2014).
Chonko (2012) outlines four broad categories of ethical theory and these include utilitarianism, deontology, rights and virtues
· Utilitarian theory is used to base an individual’s ability to predict the outcome of an action.
· The deontological category states that individuals should comply to the obligation when engaged in decision making. 
· Theories based on rights are established by society and are protected and given the most priority. Rights are thought to be ethically correct and valid as its approved by a large population.
· The virtue theory allows you to make a judgement of an individual by their character instead of an action that may differ from their usual behaviour.

Two Key Branches of Ethics
· Descriptive ethics involves describing, characterizing and studying morality
What is the CRM policy of the organization? Does it operate in an ‘ethical’ environment?
· Normative ethics involves supplying and justifying moral systems
What it should be- How does the organization justify/display/communicate its ethical values, beliefs-through policies, mission/ value statements.



3.2 [bookmark: _Toc4663724]Sustainability
“Sustainability issues are relevant to all organisation of all size and in all sectors”(Molthan-hill,2014).
Sustainability focuses on meeting the requirements of what is existing without having to adjust the ability of the future in order to meet needs. The ability to maintain at a certain rate or level (Molthan-Hill, 2014).
According to Molthan-Hill (2014), the concept of sustainability is composed of three pillars: economy, society and environment. It therefore allows you to recognise the fundamental relationship between social, environmental and economic pillars in a business framework. The three pillars of sustainability are often depicted as three circles of an overlapping emphasising the important of the links between social, environmental and economic sustainability. AUTHOR highlights that, in recent years, there has been a move away from dictionary definitions of sustainability to move reflexive understanding which links closely to personal values and observation.



 


[bookmark: _Toc4663725]3.3 Quality
“Quality is not an act, it is a habit” (Aristotle).
Quality assurance is a process of sympathetic monitoring to determine whether a product or service meets the stated requirements. In general, the quality can define as degree of customer satisfaction. 
 A method of solving issues is quality circles. A systematic series of steps for gaining valuable learning and knowledge for the continual improvement of a product or process. This cycle begging with the plan step. This involves identifying a goal or purpose, formulating a theory, defining success metrics and putting a plan into action. This is usually a group of individuals who work together to identify and solve problems. The result of the problem is then applied and observed to establish whether the problem has been resolved (sales, 2000).
Quality influences an organisation in variety of way, from productivity and profitability to customer satisfaction and public perception. Quality can also affect general operating cost of an organisation (smallbusiness.com 2019).



[bookmark: _Toc4663726]3.4 Impact on CRM Systems

Consumers have become smarter and better informed about the world around them, more frequently using their own morals and judgement, and willing to pay higher prices on products or companies that have ethical policies (the Guardian, 2012), for example, Sainsburys and Starbucks using Fairtrade suppliers and Rainforest Alliance Certified farms.  Having a good ethical guideline in an organisation can help its CRM by attract customers to products, which can boost sales and profits (forbes2017).    Ethics in customer dealing can present the organisation in a positive and trusting way. 
If companies’ products are Fairtrade, rainforest alliance certified/ verified or helps save the environment, the consumers are willing to pay more, in order to benefit the famers and workers lives, and to try to prevent poverty. Moreover, in March 2014, a survey was taken about if consumers wanted fair play for farmers and workers. This survey resulted in a huge 84% of consumers across the UK said that they would pay more for their bananas to get producers out of poverty. This evidence proves that consumers care about the conditions of farmers, even if they are having to pay more. 
According to Rindell (2014) some consumers may take to boycotting or reject certain brands that consumers feel it breach of human right, such as organisation buy from third world countries where child labour may exist protecting animal right. Consumers behaviour toward a company e.g. purchasing or boycotting its products. 
If organisations move towards balancing profitability with an ‘ethical’ capacity eg paying fair wages, no child labour etc. This will help how the consumer view the company (According to klein, and Dawar 2004 cited in Muller, 2014), which, in turn, influences their willingness to pay a premium (According to Auger et al. 2003, Castaldo et al. 2009 cited in Muller, 2014). (Muller, 2014).
CRM generally does not focus on the values and strategies that sustainability targets. According to Ruhwinkel (2013, cited in Muller, 2014), making room for sustainability in CRM strategies and practices results in helping an organisation to stand out in their industry, supports the business in its stability. Sustainability focussed CRM merges merging the economic, environmental, and social sustainability matters in business operations such as marketing, sales, and service. More specifically, it is the aim of sustainability-orientated CRM to increase consumer awareness pf corporate sustainability issues and to attract and retain sustainability-conscious customers (Muller, 2014).
Deeming’s 14-Point Philosophy
A Recipe for Total Quality. 
The idea of quality is the core of many of Deeming’s ideas on having efficient management and leadership and their programs such as Total Quality Management and Six Sigma have been essential to the success of many companies. 
Deeming’s points apply to any size and sort of business. Service companies must have quality control just as much as manufacturing companies. Their philosophy also registers with larger, multinational corporations, one-man operations and company departments (Beckford, 2002).


8 Dimensions of Quality. 
What are buyers thinking about a certain organisation and their products? The 8 Dimensions of Quality focuses on the 8 essential components of the consumer’s point of view rather than from the business’ perspective. These dimensions of quality must be considered in direct correlation with a business’ quality control initiatives (Beckford, 2002). 
The ethical organisation. 
The ‘Stakeholder’ perspective highlights the process of strategic planning as essentials to the success of a business. A strategic planning process that does not include the views of its stakeholders is likely to be unsuccessful and can be dominated by a certain party pushing its own needs, which could be detrimental to others. The ‘corporate governance’ puts special focus on reporting processes and overall truthfulness.

Customer Satisfaction and customer loyalty
· Customer Satisfaction and customer loyalty is a important aspect of the business because
Cost of acquiring new customers are higher than cost of retaining old customers
·  Enhances profitability
It maximizes customer lifetime value 
                                          Loyalty MatrixLow
High
Customer Loyalty

	Hostage
Customer loyalty because you may be the only one to sell the product.

Apple
	Apostle
High loyalty because high satisfaction.
Social media influencers.

Apple, Lush and Costa


	Defector
Low customer loyalty
They don’t believe in sustainability or ethical values.
	Mercenary
Only come to you if you have right price or will go elsewhere.


Customer Satisfaction
High
Low
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costa: Service
Costa coffee was established in 1971 in London by the costa family as a wholesale operation supplying roasted coffee to caterers and specialist Italian coffee shops. It was developed by Whitbread in 1995 and had 3,401 stores across 31 countries in 2016.  Then, in 2019 the company was sold to Coca-Cola for 3.9bn. It has strong ethical values and has been sustainably growing to one of the biggest coffee chains in the UK. 
The Tripple Bottom Line 
The triple bottom line is frame work, it has three parts: social, environmental and financial. Organisation can use this framework to evacuate its performance in a broader perspective to create strong business vales. It was invented by john Elkington in 1997, the phrase, “people, planet, and profit” to triple bottom line and the goal of suitability.

Environmental 
  Costa is the only coffee chain in the UK that only uses sustainably grown beans sourced from Rainforest Alliance Certified farms.   The organization support farmers and farm workers worldwide who are working to improve their livelihoods and those of their families, while protecting the planet at the same time. The Rainforest Alliance encourages farmers to grow crops and manage ranch lands in a way that looks after the land for the long-term. It also offers social, economic and environmental benefit to farmers, such as access to schools and healthcare. 
Economic
 Some of their strategies are: Small Actions = Big Changes and Follow the Frog by Take the pledge to Follow the Frog. A simple way of stopping deforestation, help protect wildlife, support those in poverty and transform business tactics is to look for the green frog seal when you are shopping for cocoa, fruit, paper, wood products, coffee, flowers.

Those who meet Costa’s thorough sustainability criteria which includes environmental protection, social equity and economic viability have the right to use the Rainforest Alliance Certified / verified mark.
Social 
The Costa foundation is a solely independent charity, with its goal being to prevent poverty that are in the coffee-growing areas. The charity aims to improve the lives of numerous boys and girls by giving them a significant education. The foundation schools provide academic and extracurricular activities that intensifies gender equality, increase environmental awareness and improve health. Coffee farmers are a key part of the Costa family and their astonishing coffee skills is what brings the delicious taste of the coffee. The Costa foundation aims to improve the lives of these talented farmers, by improving health and protecting its environment. The Costa foundation makes sure to improve education of children, supporting 72 school projects in countries all over the globe. Costa has also aided in supporting other projects to improve the lives of people all around the world, by funding projects such as libraries, additional classrooms, dormitories and teacher accommodation.
In figure 1 (see Appendix): show the sustainability of costa by the number of stores which is opening every year.
By implementing ethical values, costa has established a good customer-relationship-management, as consumers believe they are getting good quality products for their money, as they are helping the environment. As Costa has used Rainforest certified alliance, they are promoting equal trade, meaning they care about their workers, showing they are a company with good values(costa,2019).

Lush : Retail 
Lush is a manufacturer and retailer of fresh handmade cosmetics. The Company produces and distributes creams, soaps, shampoos, shower gels, lotions, moisturizers, scrubs, masks and other cosmetics for face, hair and body using only vegetarian or vegan recipes. lush Fresh Handmade Cosmetics was started 1995 England it was founded by Liz Weir, Mark Constantine, Mo Constantine, Rowena Bird and Helen Ambrosen. The organization opened its first intonation stores in 2003.In 2018 the company finished year with net cash of 28.4m(Forbes, 2017).
Important Ethical questions
What is the current Ethical policy of Lush?
It is important to Lush to that their products have own integrity. Lush want products to be worth their price, whilst not taking shortcuts by selfishly using the planet or people to have the necessary ingredients. 
Over several years Lush has had a policy of aiming to buy the materials directly from the producers which are the farmers, the growers and processors, wherever humanly possible, so that Lush may know the story behind each ingredient purchased. Therefore, this means that Lush’s buying team will travel around the globe, meeting with the suppliers, so that Lush can visit those involved. 
Best practice of Organisation
Lush sees first-hand how each ingredient is grown, harvested, mined, processed etc. This then allows Lush to have a better understanding of each raw material, such as how they are produced, where the materials come from, any possible environmental or labour issues that may come and anything that may impact the price of the materials, such as climate. Lush buying their materials in this way, with face to face contact, helps them to create and maintain great, long-term efficient relationships with the suppliers and producers and make sure they can contain a good supply of brilliant materials that they make their products with. They are then able to guarantee their suppliers will understand the needs of their business and Lush understands the constraints of their operations.
Lush’s stance on child labour is aligned with ILO standards. lush believe minimum working age shouldn’t be lower than the age for completing compulsory education. Lush insists that other companies do not engage in child labour. If suppliers become aware of any child labour taking place, lush expect them to engage in getting the children back into proper education.
What motive the Organisation for acting ethically?
This is constantly evolving as the Lush business grows and we nurture more relationships with suppliers all over the world. 
“Lush has a very strong commitment to the communities and areas from which we buy our ingredients. We feel that our ingredients should be bought in a respectful way safeguarding the environment and the social impact(lush,2019).
Ethical campaigns
Lush have been, a campaigning organisation. Lush believe in standing up for right of animal, protecting the environment and supporting humanitarian causes, over 230 stores in north America, lush has a unique platform to create positive change, and lush put the organisation ethics into practice through activism and giving to charity.
Most of this strategy is supported by Lush’s committed ethical values that the protect the customer’s rights just as much as the environment, making it a more trustworthy company. Lush does this by producing products that are needed by the customer, rather than forcing purchases by discounting items.
In figure 2 (See Appendix) it shows the sustainability of lush by its per-tax profits.


Apple: Manufacturing
 Apple is a technology company that designs and develops computer software. It also sells to consumer. Apple revolutionized personal technology with the introduction of the Macintosh in 1984. Today, Apple leads the world in innovation with iPhone, iPad, Mac, A. Apple is the words largest company for information and technology. In 2o18 Apples Market cap was $1.001 trillion. Apple Supplier Code of Conduct was stared in 2004 to ensure that supplier meet Apples high standard for labour and human rights, health and safety, and environment protections. 
Sustainability &CSR
Sustainability and corporate social Responsibility (CRS) is a type of international private business self-regulation. Organisation that directed towards attempting social benefit over and above maximizing profits (Chryssides & kaler,1995). 


Apple’s Sustainability & CSR











  
Management Systems 
It is important that our suppliers that facilitate compliance with both the code and the law, providing long lasting improvement.
Ethics 
It is important that the suppliers have a struct stance on ethics, allowing the employees to speak their opinion without unfair repercussions.
Health and Safety 
Apple expect that the suppliers will deliver a safe workplace. Supply office chain workers should be able to deny doing harmful work 
Environment 
Apple are dedicated to preserving and protecting the environment, operating with extreme environmental responsibility.  
Labour and Human Rights
Apple believe everyone deserves an ethical workplace, where every individual is treated with dignity with the highest standard of work rights.



Although Apple claim to have a code of contact that established in 2004 the organisation still has some ethical issues they need to work on, such as:

Social
According to China Labour Watch (CLW) and Green America, they have uncovered one of the serious health and safety, environment rights breach at Apple supplier factory in china. In the report it revealed in 2014 that Apple did not make any progress on improving conditions for company works. Some of violation found in the factory includes excessive hours for all work, including student interns and forced overtime (ethical consumer,2019).
Environment
[bookmark: _Hlk4248448]Apple is rated one of the worst organisations for its environmental issues by consumers in 2016.  Apple’s main environmental impact, including conflict minerals, there were no future dated, quantified targets for improvements in its environment performance (ethical consumer,2019). 
Financial
Ethical Consumer in 2016 gave Apple the worst mark for its strategies for avoiding tax. One of the strategy Apple uses to reduce paying taxes in America is to artificially shift large amounts of its domestic profits into havens. Whilst also paying a very little amount in other countries (ethical consumer,2019).
CSR is also can be argued that the organisation only goal is to make money for its stakeholder by providing products and services that meet the  needs of the consumer(Ghillyer,2014).

In figure 3 (see Appendix) it shows sustainability of the profits Apples.
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Some of the disadvantages of having an ethical organisation is that it can affect its sustainability and can lead to having higher costs, e.g. Sourcing from Fairtrade suppliers rather than lowest price.  It can lead to higher overheads, and there is the cost of training and communication of ethical policy. Organisational ethics may reduce a business freedom to maximize the organisation profits. Developing, applying and continuing an ethical compliance program within an organisation could be costly and time-consuming. Policies may be too frequently updated to reflect change in workplace laws.

Apple’s gaps with ethics
Going off Apples code of ethics that they have made public on their own website, they have stated many ways that they conduct their work in a proper and “fair” manner. One of the things they say is that they “operate with extreme environmental responsibility, however according to ethicalconsumer.org Apple are rated as one of the worst environmental organisations, impacting things such as conflict minerals in the environment they take for their products. Compared to Lush and Costa, Apple are deceptive and ethically/morally in the wrong. Lush and Costa both take part in their own environmental initiatives. Apple is a trillion-dollar company and could quite easily take care of the costs to meet the ethical demands but do not on their own accord.


[bookmark: _Toc4663729]4.0 Conclusion

Researching the effect of ethics on companies has shown the positive impacts it has on organisations and how it increases the sustainability of these organisations. Ethics is the moral reasoning which lead to the behaviour’s companies choose to act on. For example, Costa coffee have a great ethics agenda where they have implemented many schemes into their company that allows all workers from the staff in the shops to the providers of their products have fair treatment. One scheme that Costa have taken part in the Rainforest Alliance Certified, this helps farmers with their land and gives them better livelihoods. This in the long run is a good situation for both parties as it gives costa the ability to have a good amount of quality produce of the encouraged farmers. At the same time helping to save the environment with the higher quality of life in these areas. Along with this there are many more people now who care for the environment and therefore check where they buy their products from, therefore having these good ethics set in place allows for a wider demographic to consume the company’s products.
In this report the second organisation that was analysed of its ethical values was Lush. Lush have a high standard of ethical values in which they incorporated within the company, which enables the service and products to be of excellent quality. For example, lush stance on child labour is aligned with ILO standards. Lush believe in standing up for right of animal, protecting the environment, and supporting humanitarian cause the organisation to support these causes through campaign. 
In contrast to all the positives that come out of companies having good ethics, in the short term it is more likely to see a drop-in profit due to higher wages and the money for developing people’s lives. 
Many companies have been exposed for child labour paying an incredibly small amount for their work, often in foreign countries such as China. This gives less cost to the production of their products therefore the profit margin will be much higher. Even though this is the case, it has been proven that companies can still be hugely successful with a good set of ethical guidelines, it also gives less worry about any legal action being taken against the company. There have been many cases where people have strikes against certain companies for their poor ethics. 
              


 


[bookmark: _Toc4663730]5.0 Recommendations

This research has not found any flaws in the ethics, quality, and sustainability practices of Lush, and so will not put forward any recommendation for this company.
Apple
· Apple is well-established organisation which have a loyal customer base. It can afford to be more ethical by improving working conditions at their factories.
· Look into other sources for conflict minerals.
·  Ensure that taxes are paid globally so that the local economies can benefit.

Costa
· Make consumers more aware of their ethical trading and their charitable foundation.
· Although Costa use Rainforest Alliance farms, Cost could look into using Fair Trade instead as it gives more back to the communities.
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Figure 1 - Costas profits

Figure 2 lush profit


Figure 3 Apples profits
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